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• Study Purpose:
The purpose of  this study
is to develop inflation forecasts
for CPI and CPI less food and 
energy for the years 2017 and 2018. 
the forecasts are compared to the
Fed target rate of  2% for 2018.
• Research Design
 Develop time-trend forecasting models
 Period of  analysis: 2009-2018
 Fitted regressions
1) 2009-2016
2) 2009-2017
 Forecast Periods
1) 2017
2) 2018
 Forecast Accuracy
1) Root Mean Square Error (RMSE)
 Regression Models
1) CPI-1=A(1)+B(1)(T(1))
2) CPI-2=A(2)+B(2)(T(1))
3) CPI-1=A(3)+B(3)(T(2))
4) CPI-2=A(4)+B(4)(T(2))
• Terms:
 CPI-1=Consumer Price Index-All
 CPI-2=CPI-1 Less Food and Energy
 T(1)=Time Period 2009-2016
 T(2)=Time Period2009-2017
 A=Intercept
 B= Regression Coefficient
• Conclusion
 Based on RMSE, CPI-1 2017 forecasts 
have lower error than CPI-2 2017 
forecasts.
 2018 forecasts for January provide good fit 
to actual. Upper confidence band interval 
“right on the money”. 
 Upper confidence band interval provides 
close fit to actual for both CPI indexes in 
February.
 Growth rate models for CPI all show close 
fit to actual in January but under-forecast 
in February.
 Fed target rates were reached in January 
and February for CPI-1 but not CPI-2.
